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I. INTRODUCTION 1 

Q. PLEASE STATE YOUR NAME. 2 

A. My name is Harold J. Smith. 3 

Q. HAVE YOU PREVIOUSLY PROVIDED TESTIMONY IN THIS PROCEEDING? 4 

A. Yes, I prepared written direct testimony (pre-marked PWSA St. No. 7) which 5 

accompanied the March 6, 2020 rate filing package.  I also prepared supplemental direct 6 

testimony (pre-marked PWSA St. No. 7-SD) which was served on May 15, 2020 and 7 

rebuttal testimony (pre-marked PWSA St. No. 7-R) which was served on August 18, 8 

2020.  The purpose of my previously served testimony was to sponsor The Pittsburgh 9 

Water and Sewer Authority’s (“PWSA” or the “Authority”) class cost of service study 10 

(“CCOSS”). 11 

Q. HAVE YOU REVIEWED THE REBUTTAL TESTIMONY SUBMITTED BY THE 12 
OTHER PARTIES IN THIS RATE CASE? 13 

A. Yes, specifically I have reviewed the surrebuttal testimony submitted by Mr. Scott Rubin, 14 

representing the Office of the Consumer Advocate (“OCA”) and Mr. Brian Kalcic, 15 

representing the Office of the Small Business Advocate (“OSBA”). 16 

Q. WHAT IS THE PURPOSE OF YOUR REJOINDER TESTIMONY? 17 

A. In my rejoinder testimony I will address Mr. Rubin’s comments regarding the approach 18 

that I used to incorporate the recovery of readiness to serve costs in the fixed minimum 19 

charge and I will address Mr. Kalcic’s comments on the customer class peaking factors. 20 

II. RESPONSE TO OCA WITNESS RUBIN 21 

Q. PLEASE SUMMARIZE MR. RUBIN’S REBUTTAL COMMENTS THAT YOU 22 
ARE ADDRESSING. 23 

A. Mr. Rubin points out that the reference from the AWWA M-1 Manual in my rebuttal 24 

testimony regarding the use of a readiness to serve component is contained in the chapter 25 
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titled “Emerging Trends In Water Rate-Setting” and implies that the fact that this topic is 1 

addressed in a chapter about innovative approaches to rate setting means that it is not an 2 

accepted practice and therefore should not be used to develop rates for a regulated utility. 3 

(OCA St. No. 1SR at 9-10). 4 

Q. DO YOU AGREE WITH HIS IMPLICATION THAT THE RECOVERY OF 5 
READINESS TO SERVE COSTS THROUGH A FIXED CHARGE IS NOT AN 6 
INDUSTRY ACCEPTED PRACTICE? 7 

A. I do not and would also like to point out that the recovery of readiness to serve costs is 8 

also discussed on page 151 of the M-1 Manual in the chapter titled “Revenue Stability-9 

Fixed Charges and Other Considerations”. See PWSA Exh. HJS-1RJ for the entire 10 

chapter. 11 

Q. DOES THE M-1 MANUAL INCLUDE ANY LANGUAGE THAT DESCRIBES 12 
HOW READINESS TO SERVE COSTS SHOULD BE INCORPORATED INTO A 13 
UTILITY’S FIXED CHARGES? 14 

A. Unfortunately, the M-1 Manual provides very little direction with respect to the proper 15 

methodology for incorporating readiness to serve costs in the fixed charge; however, the 16 

following language from page 97 of the 7th Edition of the M-1 Manual (emphasis added) 17 

certainly implies that it is acceptable to allocate a portion of a utility’s debt service costs 18 

such that they will be recovered through the fixed charge. 19 

Similarly, “readiness to serve” charges perhaps connote something more 20 
comprehensive than simple “base charges” in conveying the incurrence of 21 
fixed costs to service customer accounts. Both terms relate to charges that aim 22 
at capturing the costs of having a system in place to provide water to the 23 
customer regardless of whether the customer consumes any water in a given 24 
service period. Common inputs for both charges include costs such as 25 
• billing costs (meter reading, mailing bills, accounting, collecting, and customer 26 

service), 27 
• debt-service cost (allocating at least a portion of the annual utility debt 28 

service), and 29 
• fire protection (allocating public fire protection costs for the oversizing of 30 

distribution facilities). 31 
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III. RESPONSE TO OSBA WITNESS KALCIC 2 

Q. PLEASE SUMMARIZE MR. KALCIC’S REBUTTAL COMMENTS TO WHICH 3 
YOU ARE RESPONDING. 4 

A. Mr. Kalcic proposes three modifications to the water CCOSS which are related to the use 5 

of two years of data to develop customer class peaking factors. (OSBA St. No. 1-SR at 4-6 

5).  Raftelis updated the retail classes Maximum Month to Average Day factors to use 7 

two years of data instead of three in Rebuttal Testimony. However, Mr. Kalcic proposes 8 

the following changes be made in addition to the retail factor modifications made by 9 

Raftelis: 10 

• Update the system maximum day and peak hour factor (Tab COS>Allocations) 11 
• Update the system maximum day to maximum month ratio (Tab COS>UnitsW)1 12 
• Update the wholesale maximum month to day ratio (Tab COS>UnitsW) 13 

Q. DO YOU AGREE WITH THE MODIFICATIONS TO THE WATER CCOSS 14 
PROPOSED BY MR. KALCIC WITH REGARDS TO USING TWO YEARS OF 15 
DATA FOR ALL COST ALLOCATION AND PEAKING FACTORS? 16 

A. While I do not disagree with Mr. Kalcic’s recommendations, the net impact of making 17 

these three changes to the CCOSS is negligible and PWSA has elected not to incorporate 18 

them into the CCOSS.  19 

IV. CONCLUSION 20 

Q. DOES THAT COMPLETE YOUR REJOINDER TESTIMONY? 21 

A. Yes. 22 

                                                 
1  This change was originally proposed by OCA Witness Rubin but, in his rebuttal testimony, he withdrew the 

adjustment since the resulting impact was negligible.  (OCA St. No. 1SR at 8, n. 3) 
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VERIFICATION 

I, Harold J. Smith, hereby state that: (1) I am a Vice President of Raftelis Financial 

Consultants, Inc.; (2) I have been retained by The Pittsburgh Water and Sewer Authority 

(“PWSA”) and am authority to present testimony on its behalf; (3) the facts set forth in my 

testimony are true and correct (or are true and correct to the best of my knowledge, information 

and belief); and, (4) I expect to be able to prove the same at a hearing held in this matter.  I 

understand that the statements herein are made subject to the penalties of 18 Pa. C.S. § 4904 

(relating to unsworn falsification to authorities). 

Dated: Harold J. Smith, Vice President 
Raftelis Financial Consultants, Inc. 

September 11, 2020
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